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RE: Certification of Support for Rural and Non-Rural High--Cost Carriers Pursuant to
47 C.F.R Sections 54.313-314. CC Docket Nos. 96-45 and 00-256

Rate Comparability Review Pursuant to 47 C.F.R. Section 54.316

Dear Secretary Dortch and Administrator Majcher:

In accordance with the Federal Communication Commission's rules, the Vermont Public
Service Board (the "Board") submits its annual Federal Universal Service Fund certification and
Rate Comparability review.

1. Federal Universal Service Fund Certification

In accordance with 47 CFR §§ 54.313 and 54.314, I certify that all federal high-cost funds
flowing to the following eleven companies operating in Vermont will be used in 2012 in a
manner consistent with 47 U.S.C. § 254(e) for the provision, maintenance, and upgrading of
facilities and services for which support is intended.
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perverse incentives for states and carriers. If the Commission does not solve the
methodological problems described below, nationwide rate data would be at best
highly random and at worst misleading and arbitrary. . . . to develop valid and
reliable local rate data it should make five adjustments: usage-sensitive charges;
local calling area size; customer option plans; local/toll balance; and
business/residential balance. Vermont PSB Comments of 1/14/04 at 3-4.

The Board's comments showed that an adjustment for usage-sensitive charges is
important because the Commission's standard measurement technique, which is based upon 500
minutes of local calling, may underestimate actual usage. However, the Commission has not
taken any further conclusive action on that Further Notice of Proposed Rulemaking and has not
explained how Vermont should measure local rates when they include LMS charges. Therefore
the Board must determine how best to evaluate local measured service charges for the purposes
of determining nationwide rate comparability.

The Board has found that measuring local rates is a difficult task requiring substantial
judgment. The greatest problem remains that of how to measure the effects of LMS charges.
When the Board evaluated customer payments in 2005, it found that local service charges varied
from a minimum of $20.74 per month for customers who were not on Lifeline but who had
minimum usage, to a maximum of $47.89 per month for customers who used a large number of
local service minutes.

The Board has not found any simple method for producing a weighted average of LMS
charges. The Board made a special effort in 2005 and collected data from Verizon-Vermont
concerning the rates paid by residential customers who did not subscribe to fixed calling plans.
That data collection was subsequently found to have two methodological problems that
prevented its use.

First, the Verizon-Vermont data excluded customers who opted to take calling packages
such as the "Freedom Package." At the time of the Board's inquiry in 2005, this package sold for
$49.95 per month, and it included unlimited local calling, intra-state toll and inter-state toll
calling. According to Verizon-Vermont at the time, 31 percent of the primary residential lines
served by Verizon-Vermont subscribed to either the Freedom Package or one of several other
calling packages. For these customers, Verizon did not record local usage minutes, and it was
not possible to develop an allocation based on local usage. In sum, almost one-third of
residential customers had opted out of rate designs that would have allowed measurement of
local rates.

Moreover, the Board found that the customers who purchased packages such as the
"Freedom Package" could not be assumed to be typical of the residential customer base. Because
Verizon-Vermont's other customers paid a sizeable per-minute local measured service rate, those
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argue to the Commission, the courts and to Congress that the majority of Vermont's customers
need additional federal support under 47 U.S.C. § 254 in order to achieve comparable rates.

CC:

Sincerely,

J James V012
Chairman

James Porter 111, Esq. (Director for Telecommunications, Vt. DPS)
Sandra Wennerstrand (FairPoint Communications, Inc.)
Fran Stocker (Vermont Telephone Company)

Mark W. DePerrior (Topsham)

Kimberley Gates Maynard (Franklin)

Roger Nishi (Waitsfield)

Donald S. Arnold III (Shoreham)

Amber Gaudreau (TDS)

Patrick L. Morse (Northland (FairPoint))

Paul Phillips, Esq.

Lawrence Lackey (National Mobil Communications Corp.)



